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Privatization in lowa Government

ISSUE

Over the past several years the Executive Branch has privatized several functions and is
considering other functions for privatization. Contracts for personal services have also been
increasing each year since FY 1992. Some of these outsource activities are related to
privatization. Other reasons for outsourcing include agencies avoiding the FTE position
limitation or filling temporary or “expert skill” positions.

AFFECTED AGENCIES
All Executive Branch Agencies

CODE AUTHORITY

The Code of lowa does not prohibit the Executive Branch from privatizing functions the
General Assembly has funded and authorized as activities of State agencies. It does not
require the Executive Branch to submit planned privatizations or outsourcings to the General
Assembly for review.

BACKGROUND

Privatization

A broad definition of privatization is the transfer of service functions from public to private
ownership or control.

The common privatization in lowa State government is a situation where a State agency turns
over an activity it formerly provided and had employed staff to conduct the activity. Recent
examples include privatization of rest area maintenance along the interstate highways and
the privatization of the retail liquor industry. In both instances, the departments had
employees that provided services and turned control of the functions over to the private
sector.

Depending on the scope of the definition utilized, many activities of State government in lowa
have been privatized. Numerous agencies contract for services for which the requirement,
funding, and authority are provided by the General Assembly. The Department of Economic
Development hires consulting firms to prepare major advertising campaigns for tourism in
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lowa. The Department could hire staff to develop the campaigns, but chooses to use companies
that have particular skills in that area. At other times a program is a pilot project or of limited
duration, and a department will contract for the service rather than hire an employee, knowing the
individual would have to be laid off at the end of the project.

After a limited literature review of other states’ experiences related to privatization the following
three themes were identified as relevant for consideration in State privatization efforts.

e Why privatize?
o Criteria for privatization.
e Responsibilities after privatization.
See Attachment A for more details in each of these specific areas.

As noted above, a personal services contract could be considered privatization when a function
formerly performed by an agency is contracted to a private individual or firm. Not all personal
services contracts fall into this category, however. Some personal services contracts are used to
avoid the General Assembly’s FTE position limitation or to provide technical expertise not available
in an agency or not needed on a permanent basis.

Personal Services Contracts

A personal services contract exists when a private entity agrees to provide a specified service for a
State agency for a specified price. A personal services contract may be with a partnership, firm, or
corporation, but in most cases is with an individual.

One reason often cited by agencies for establishing personal services contracts is to overcome the
FTE position limitation established by the General Assembly and hiring limitations established by
the Executive Branch. To avoid the restrictions placed upon agencies in hiring personnel,
contracting has become a method of providing required services.

A Full-Time Equivalent Employee (FTE) is equal to 2,080 hours of work per year, calculated by
multiplying 52 weeks/year by 40 hours/week. The FTE position count is the traditional method of
determining the number of employees an agency is allowed in a fiscal year. The General Assembly
appropriates a certain amount of money and a certain number of FTE positions to each agency
each fiscal year.

The FTE positions listed in an appropriations bill are usually stated as a maximum number of
employees an agency is allowed. Section 8.36A, Code of lowa, specifies the number of filled
positions may exceed the number of FTE positions during parts of the year to compensate for time
periods when the number of filled positions is below the authorized level. Several issues related to
the implementation of the FTE positions limitation by Executive Branch Agencies are listed below:

e Currently there is no direct oversight to monitor compliance and enforce the limitation.
e There are no penalties for not meeting the target.

o The FTE positions limitation is not interpreted the same by all agencies. The Department
of Management has required agencies to not fill more positions than the number of FTE
positions authorized, even though the Code of lowa would allow more positions at one time
of the year if less positions are filled during other parts of the fiscal year.
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e Only those funds directly appropriated by the General Assembly have the number of FTE
positions stated in a bill. Non-appropriated FTE positions have no restrictions imposed by

legislation.
e Many agencies simply employ outside services to avoid the FTE positions limitation
restriction.
CURRENT SITUATION

The following are lowa government agencies that have experience with privatization efforts and are
considering additional opportunities.

Past Large Privatization Efforts

An informal survey of State agencies conducted just prior to the 1996 Legislative Session indicated
eight agencies have entered into formal privatization agreements on a relatively large scale.
Information provided by these agencies concerning privatization agreements has been included as
Attachment B. The State agencies are:

e College Student Aid Commission

e Department of Commerce

e Department of General Services

e Department of Human Services

e Board of Regents

e Department of Revenue and Finance
e Department of Transportation

e lowa Veterans Home

Rejected Privatization Efforts

Four agencies have reviewed various privatization opportunities, but ultimately elected not to
privatize these functions. (See Attachment C) Reasons for this include:

e The cost of outsourcing was greater than in-house provision of services.

e Requests for Proposals were issued and the bid was awarded to the Department of
General Services.

e Vendors showed little interest.
e Service requirements were not timely.

o No private service provider was located.

Privatization Efforts Under Consideration

Eight agencies are currently reviewing various functions for possible future privatization. (See
Attachment D) Some of these functions are:

e Various components of lowa’s Information Technology System including data processing
and computer management (hardware and software needs) across departments.
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o Medical services at correctional facilities. (Effort dropped during Session after review and
discussion with legislators.)

e Various functions in the Department of Economic Development.
o Workforce development in the Department of Employment Services.

e Sign language interpreters in the Department of Human Rights. (Effort dropped during
Session and further study being conducted of the role of Deaf Services in lowa.)

o Medical services in the Department of Human Services.
e Transportation, various food services, and occupational medicine at Regents institutions.

e Various functions in the Department of Transportation.

Reasons for Personal Services Contracting

The list below, though not exclusive, provides some of the major factors agencies cited in their
decision to contract for services. (See Attachments E, F, and G for a summary of a survey of
other states’ contracting efforts.)

e Expertise or specialized skills are available only through contracting.

e Cost advantages.

e State, federal, or administrative law requires use of a private contractor.

e Short-time periods for special projects do not justify hiring a State employee.

e Inability to fill State position due to a hiring freeze or the FTE position limitation.

Leqgal Restrictions Regarding Independent Contractor Status - Guidelines

While there are no specific rules related to privatization, there are guidelines that must be met for
an entity to maintain independent contractor status. These are:

¢ An independent contractor can not be an employee of the State.
o Employees working for the contractor can not be hired or fired by the State.

o The State can not be involved in the daily operations of the contracted work. Day to day
decisions must be made by the contractor.

e The contractor can not be physically located in State offices. Rational exceptions exist, for
example if a State office is the site of the service.

Recent Governor’'s Action

The Governor has recently begun implementing a new plan to review and initiate the competitive
delivery of governmental services. The Governor outlined this programina May 16, 1996, letter
to department directors. The program is to create an environment where public sector employees
and private sector vendors will have an equal opportunity to bid on providing selected governmental
services through a competitive bidding process.

The letter from the Governor outlines the following process:
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o “Department directors will be asked to identify and recommend governmental services for
which the competitive process may be appropriate based on criteria identified in the
program guidelines. The employees currently performing the governmental activity will be
invited and encouraged to participate in the initiative. To assist the work unit, the state will
provide a technical consultant who will work closely with the employees in determining the
state’s current cost of performing the service and in re-engineering, streamlining,
restructuring and improving the operation of the work in preparation for a competitive
bidding process.”

o “The formal competitive process will be initiated with the release of a Request for Proposals
to which both private sector vendors and the public sector employees will have the
opportunity to submit proposals. The proposals will be evaluated and a decision will be
made in favor of the best proposal. Generally speaking, if the public sector proposal is
within 5% of the lowest private sector bid, the public sector proposal will be selected.”

o “l am mindful that our efforts to deliver the highest quality government services at the
lowest possible cost may impact the jobs of some state employees. We are taking diligent
and serious steps to insure that employees whose jobs are eliminated will be considered
for other state positions, or employees will be assisted in making the transition to private
sector employment.”

The Department of Management is currently in the process of hiring an outside consultant to
coordinate the process. The consultant’s role will be to help identify projects, establish guidelines
for selecting projects, and helping the public sector employees respond to the request for
proposals. The current process is limited to Executive Branch Departments, exclusive of the Board
of Regents.

Dollar Amount of Personal Services Contracts

The total dollar amount of personal services contracts entered into in FY 1995 (1,840 contracts)
and FY 1996 (1,895 contracts) totaled $144.9 million. The General Fund accounted for $70.3
million of this amount. Attachments H and | present the department totals for each year for
General Fund only and for all funds. Attachment | also includes the number of contracts entered
into each year by each department.
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(NOTE: The dollar amount of contracts is the total amount contracted for the life of the contract. If a contract is for five
years, the total amount of the contract is entered into the data base in the year in which it is first signed. If modifications
to the original contract occur, those changes are entered when the Legislative Fiscal Bureau is notified by the
Department of Revenue and Finance of the change. Additionally, the data base does not include contracts from the
Board of Regents Institutions or construction contracts of the Department of Transportation.)

The departments that have the largest total dollar amount of contracts for FY 1996 - General Funds
are:

e Department of Human Services - $27.5 million

e Department of Economic Development - $5.9 million

e Department of Education - $1.8 million

e Department of Corrections - $1.7 million

e Department of Transportation (non-construction contracts) - $1.1 million

Largest Contracting Agencies in State Government

The Department of Human Services (DHS) contracts for the largest dollar amount of personal
services in State Government. The table below lists the dollar amount (in millions) of DHS
contracts by year.

Amount of DHS Contracts - FY 1995 to FY 1996
Dollars in Millions

FY 1995 FY 1996
DHS Contracts $33.5 $40.8

The chart below shows the percentage of the total dollar amount of FY 1996 personal services
contracts by agency. As discussed

above, the major contracting agency
is the DHS, followed by the
Department of Education, the

FY 1996 Contracting Cost - All Funds

Othff Department of Economic
16.5% Development, the College Aid
_ Commission, and the Department of
C°”Zggo/f"d Transportation. These agencies
Transpo.rtation Slll:\r:lwcags have contracted at least $2.0 million
4.2% 0,99 in FY 1996.
Economic
Devzlog?ent Another measure of contracting
.9%

activity is the total number of

_ contracts let. For the FY 1995 and

Efgcgf,/'oon FY 1996 period, the Department of
' Human Services had the largest

number of contracts with 1,636, and

the Department of Education second
with 575. However, over the same time period, the dollar volume of contracts let by the DHS
totaled $74.3 million, while Department of Education contracts totaled $3.4 million.
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Personal Services Database

The Legislative Fiscal Bureau began tracking contracts for personal services in FY 1994. Included
in the database are:

Department name

Program name

Contractor name

Contract services provided

Funding by source

Reason given for contracting

Whether contract was included in departmental budget request
Hours of service contracted

See Attachment J for a sample of the database.

ALTERNATIVES

The General Assembly may wish to consider the following:

Require the Executive Branch to provide information related to planned privatization of
government services or activities for review and comment. This could be similar to the
Administrative Rules Review Process, allowing for a period of comment and a delay in the
implementation until the General Assembly has an opportunity to consider the impact of the
proposal.

Require a cost analysis of any proposed privatization effort prior to implementation to be
presented to the Department of Management and the Legislative Fiscal Bureau for review
and comment.

Establish a Joint Executive/Legislative Taskforce that would review any proposals to
privatize government services and activities.

Establish a review process for significant new personal services contracts, especially those
replacing former or existing staff. This would provide for monitoring the elimination of FTE
positions and staff being replaced by contracted services.

STAFF CONTACT: Douglas Wulf (Ext. 13250) Glen Dickinson (Ext. 14616) Larry Sigel (Ext. 16764)

LFB:IR2DPWA.DOC/8/06/96/4:12 pm/a
Privatization in lowa Government



ATTACHMENT A

Why Privatize?

Budgetary shortfalls have induced administrators on both state and local levels to
consider privatization as a means to avoid higher taxes or large cuts in services.
The Kansas Council on Privatization did a survey of Kansas state agencies and
found the following reasons that agencies utilize outsourcing and privatize functions
as a method of providing services:

e [Inability to justify in-house staffing for specialized expertise or technical
skills. :

e Lack of FTE positions available to the agency.

* " Need to provide faster, more accessible services to clients or increase
convenience for clients.

e Need to stabilize workloads and number of employees during high and low
volume seasons.

» Decision or preference of an agency’s board of directors or chief executive
officer.

o Skills or expertise not available in the public sector.

s Magnitude of agency workload. |

* (Cost-saving measure.

e State salaries are not competitive to recruit and retain qualified staff.
e Need to complement skills and expertise of existing staff.

* Need to free agency staff of mundane, routine, time consuming duties and
utilize staff for higher-level responsibilities.

s Need for short-term or part-time staffing.

s (Greater responsiveness of the private sector to changing demands and
requirements.

Criteria for Privatization

In its Final Report the Michigan Public-Private Partnership Commission identified 15
criteria for making privatization determinations.

e Ability to specify the requirements of the service in advance of production.

e Ability to switch from one producer to another without serious disruption in
service delivery.

e Achievement of tangible benefits, such as operating or capital cost savings,
higher quality services, providing services not otherwise available, risk
sharing, shorter implementation time, and solving political problems.

* Accountability in terms of process or outcome.



Availability or potential availability of competitive private sector producers.

Characteristics of the activity (those concerning policy management,
regulation, objectives related to equity, discrimination, stability of services,
and social cohesion).

Continuing need (if a program is not needed, it should be eliminated).

Control of program or activity (necessary participation of the universities,
State Board of Education, and the Legislature),

Costs of resuming government production if privatization or elimination
options do not materialize as planned.

Independence between the nature of the final product and the methods used
in its production {if “hands-on” contral of the production process is
necessary, privatization may not be a viable alternative).

Legal constraints that may impede privatization efforts.
The determination of the level and quality of services needed.

Monitoring costs of government agencies if privatization is the selected
option.

Transition costs associated with shifting public sector service delivery to
private sector service delivery.

Responsibility After Privatization

Once privatization is selected, the government still must monitor contract
performance. To do so, performance measurement systems must be developed. A
1995 article in Government Finance Review gives some guidelines for doing so.

It is incumbent upon government to ensure that any process for selecting private
service providers is open and fair, and that the provider operates with integrity once
services are transferred. How does one measure success where success is
perceived as the degree to which the objectives of privatization were achieved?
One measure is whether or not the day-to-day operational responsibility for service
delivery was, in fact, transferred from public to private sectors.

Was a contract, lease, agreement for sale, franchise agreement, or some
other transfer instrument executed?

Was it executed within the planned time frame?
Did it hold up against any legal challenges?
Was the transition from public to private operations completed?

Could it be demonstrated that the price agreed to was less than the costs of
service previously incurred?

If the answer to those five questions is “yes,” then success is in sight - at least on
the surface. There may, however, be deeper concerns to examine for the long run.



Ultimately, they could have an even more profound influence on success. These
guestions relate to the more difficult issues of process.

e Was the transfer achieved without causing major or permanent hardship to
affected employees?

* Was the transfer achieved without disrupting or damaging the quality of
services delivered?

* Did the government make sure it had systems in place to manage its
oversight responsibilities effectively?

¢ Did the process result in efficient long-run delivery of comparable services?

LFB: PRIVATE.DOC



Large Privatization Efforts in the State of lowa*

Department Division Services Contractor | Length of Contract Cost Analysis Other Information
College Student Collection of B In FY 1995, the Commission paid $1,568,328 in
Aid Commission defaulted student commissions to four private vendors. The average
loans cost for each vendor was approximately 20.1% of
the amount collected. The cost to collect internally
was 22.8%.
Student loan United Student Aid|Began in mid-1960's FY 1995 costs for servicing by USAS totaled The cost of duplicating these services wouid be
disbursement, Services, $2,525,866. prohibitive and would likely require an additional
preclaims, and Indianapolis, IN 100 or more FTE positions.
database services
Department of  |Alccholic Retail Liquor Sales Began March 1, 1987 ABD cost analysis indicates that net revenue from
Commerce Beverages liquor sales from 1988 - 1994 has been
$174,625,308, while it would have been
$109,332,778 without privatizing. This has resulted
in an increase in net revenue of $65,292,530.
Wholesale Began January 1, 1992 A cost analysis done by ABD in 1992 indicated an
Warehouse expected savings of $4,120,973. FY 1993 actual
Operations results show a cost savings for the fiscal year of
$891,412.
Retail and Began in 1985/1986 A 1990 ABD cost analysis indicated net profit to the
Wholesale Sale of State under private wholesale for fiscal years 1986
Wine 1989 was $17,344,095; through State wholesale,
net profit would have been $47,451,113, indicating
a net revenue loss to the State of $30,107,018.
Department of  |Printing Printing Printing issues approximately $8.0 million to
General Services outside printers or 80% of the State's total printing
costs each fiscal year. Printing issues
approximately $500,000 to $1.0 millien (5% - 10%)
in printing each year to Prison industries.
Mail Lettershop The Mail Unit contracts for 50% of total lettershop
services for services required by Capitol Complex agencies.
Capitol Complex
agencies,
including bursting,
folding and
inserting of

multiple letters per
page

LFB: SURVSUM.XLS
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Large Privatization Efforts in the State of lowa*

resulted in estimated savings of $462,886 and
$649,245.

Department Division Services Contractor | Length of Contract Cost Analysis Other Information
Bepartment of  |Child Support Data processing DHS has projected Departmental costs for this
Human Services |Recovery for software project in Fiscal Years 1993 - 1999 to be
development $16,888,658. Outsourcing will cost $14,266,890,
resulting in a net savings of $2,621,768.
Board of Regents|lowa State Farm Service Began with the 1995 crop  |ISU's agriculture programs elected to eliminate the
University season internal farm production operations and use private
operators. This resulted in one-time savings of
over $1.0 million and annuat on-going savings of
$200,000/year, eliminating about 10 FTE positions.
Department of Collections DRF believes it is cost beneficial to concentrate Originally, this involved accounts outside lowa.
Revenue and State efforts on new debt and to pass on the most |This was expanded with the Centralized Collection
Finance difficult cases to private agencies. Program recommended by the Fisher Commission.
‘ All accounts over 120 days old are outsourced.
These activities are expected to continue and
expand.
Department of Rest area janitorial DOT cost analysis shows these functions would
Transportation and grounds cost $7,888,367 if performed by DOT. The
maintenance confract costs and related DOT costs total
$6,939,662, resulting in a savings of $948,705.
lowa Veteran's Food and J. A Jones Began March 16, 1933 For the first year, contracts were estimated at Privatization of these functions eliminated 125 FTE
Home housekeeping Management $1,202,781 for housekeeping and $2,113,900 for | positions. The savings realized have been utilized
services Services, North food services. Comparable budget amounts were |to open and operate nursing care beds that were
Carolina $1,665,667 and $2,763,145 respectively. This closed at the time. This has created an estimated

additional 135 jobs.

* The above information was submitted by the respective Departments. The Legislative Fiscal Bureau made no attemnpt to verify the cost analysis.

LFB: SURVSUMXLS

Page 2

7/15/96




Rejected Privatization Efforts in the State of lowa*

Cost Analysis

Department Division Services Other Information
Department of Computer services DED's desktop support FTE currently costs $40,000 annually. House File 512, passed during the 1995 legislative session,
Economic The cost of outsourcing would be $25/hour or $52,000 annually. |directed the Department to report on available options and

Development

The network management FTE currently costs $60,000. To
outsource this position would cost $80,000 - $100,000 annually.

potential cost savings regarding privatizing computer services for
primary research.

Department of Heating/cooling and An RFP was issued for this project and the bid was awarded to
Employment Services plumbing the Department of General Services.
Janitorial An RFP was issued for this project and the bid was awarded to
the Department of General Services. '
Refuse/recycling An RFP was issued for this project and the bid was awarded to
services the Department of General Services.
Board of Regents University of lowa Printing No information provided.
Copy center
Laundry
lowa State University |Book store No information provided.
Copy center
Facilities - custodial
design
Some food service
Printing
Transportation
University of Northern [Custodial services Savings are not likely and vendors have shown little interest.
lowa :
Elevator maintenance Savings are not likely and service requirements are not timely.
lowa School for the Focd service No information provided.
Deaf
Library
Transportation
Grounds maintenance
Housekeeping Outsourcing would cost more.
lowa Braille and Sight |Food service No private service provider was located.
Saving School
Custodial services Estimated savings were nominal, if any.
Department of Speed monitoring When the 33 speed monitoring sites were installed in 1980, DOT
Transportation obtained estimates from outside contractors for approximately

$30,000 per site. DOT installed all 33 sites for approximately
$16,000 per site.

* The above information was submitted by the respective Departments. The Legislative Fiscal Bureau made no attempt to verify the cost analysis.
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Privatization Efforts Under Consideration in the State of lowa*

Department Division Services Cost Analysis Other Information
Department of All Medical services Effort dropped during Legislative Session after review and
Corrections discussion with legislators.
Department of Loan servicing functions In the process of selecting a vendor. The contract will not
Economic eliminate FTE positions. The purpose is to improve customer

Development

service, releasing professional staff from clerical functions,
allowing more time for higher level business development
functions.

Specialized management
assistance for emerging
growth companies

Identified as an opportunity for further privatization. Pertains to
the development of a high-value consulting service targeted to
growth-oriented small businesses that is managed by DED, but
delivered hy private sector management experts.

Small business referral
-|partnership

Identified as an opportunity for further privatization. Pertains to
the establishment of a partnership between DED and the State '
SBDC to develop a one-call system to identify the appropriate
source for business assistance.

Intensive one-on-one
management assistance for
new exporers

Identified as an opporiunity for further privatization. Pertains to
the creation of a State supported voucher program that enables
new exporters to access management assistance from
professional trade promotion experts.

Further privatization of
State-operated welcome
centers

Identified as an opportunity for further privatization. Pertains to
the development of a cost-sharing partnership with the local
communities to suppert the operations of the remaining seven
centers.

Public-private tourism
marketing council

identified as an opportunity for further privatization. Pertains to
the establishment of a statewide tourism marketing council in
partnership with representatives of lowa's tourism industry.

Tourism Heritage Program

Identified as an opportunity for further privatization. Pertains to
the privatization of the technical assistance companent of this
program once the developmental stage is completed.

Department of
Employment Services

Workforce development

Congress is expected to finalize legisiation creating block grants
for these programs in 1996, The proposals include substantial
budget cuts, impacting the State's ability to deliver services, A
competitive approach may be considered.

LFB: SURVSUM3.XL.3
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Privatization Efforts Under Consideration in the State of lowa*

Department Division Services Cost Analysis Other Information
Department of Human|Deaf Services Sign language interpreters | Next FY the Governor is recommending eliminating 4 FTEs, and |Effort dropped during Legislative Session and further study is
Rights changing 1 FTE to a clerical position. All interpreting requests being undertaken of the appropriate role for Deaf Services in

will be referred to private sources or businesses will be given a
list of interpreters, leaving the State out of the loop.

lowa.

A conservative estimate of salaries and fringe cost savings for
FY 97 includes $140,000 for elimination of 4 FTEs, $6,000 for
downgrading 1 FTE. This would be offset by $35,022 in
interpreting fees collected, resuiting in a net savings of $110,978.

Department of Human
Services

Medical Services

Health Insurance Premium
Payment (HIPP) Program

The Department is currently processing applications and
determining cost-effectiveness.

Medically Needy -
Processing medical
expense verification forms

Department of
Management

Information fechnology
across departments

Data processing, computer
management, related
sermvices included hardware
and software changes.

The Executive Branch is in the process of creating a Central
information Technology Entity (CITE). This will consolidate the
services of the three State data centers and is expected to take
place during the July and August 1996, time frame.

Board of Regents

University of lowa

Motor pool

Vending services

Additional general store
commodities and services

lowa State University

Flight service

ISU currently operates 4 passenger aircraft. A review is
underway to evaluate the cost/benefit of alternatives. A major
user is the athletic program and with the establishment of the Big
12 conference, the impact on transportation needs is under
review.

Maintenance and design
services

Occupational medicine

ISU is evaluating the Program to see if it can be privatized cost-
effectively. The physician in charge is retiring and this is an
opportune time to complete an evaluation. The program costs
approximately $400,000/year. Possible savings are not known.

Photo services

Records management

systems
Telecommunications -
partial
University of Northern | Kitchen equipment
lowa ~ |maintenance

LFB: SURVSUMS3.XLS
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Privatization Efforts Under Consideration in the State of lowa*

Department Division Services Cost Analysis Other Information
Bus services and motor
pool Includes expansion beyond the current level of cutsourcing.
Certain student medical
services
Department of Construction, operation,
Transportation and maintenance of

interstate rest areas

Partnerships for
construction, operation, and
maintenance of field
maintenance facilities

Renewal of vehicle
registration through 800
number and credit card
payment

CD-ROM sterage
preparation and conversion
of ficheffilm

Telephone answering
service

Engineering, architectural,
and archeological services
and expertise for local
Transportation
Enhancement Program
sponsors

Technical editing for
Standard Specification
Book rewrite

Electronic format
development for
specifications documents

Production of general
supplemental specifications

Construction
inspection/quality control

Electronic submittal of
contractor data rather than
DOT employees entering
data

LFB: SURVSUM3.XLS Page 3 . 8/6/96




Privatization Efforts Under Consideration in the State of lowa*

Department Division

Services

Cost Analysis

Other Information

End result specifications
rather than ongoing DOT
employee construction
inspection

Equipment leasing

Various information
technology services

* The above information was submitted by the respective Departments. The Legislative Fiscal Bureau made no attempt to verify the cost analysis.
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Contracting Experiences of Other States

Survey of Other States

ATTACHMENT E

According to the Civil Service Reform Survey 1993, 31 states and the District of Columbia are currently in
the practice of privatizing services formerly performed by a government entity. Of these, 3 states have
determined privatization to be very successful, 15 successful, 1 not successful, and 13 have yet to
determine the impact. Below is a listing by state of services contracted, reasons for contracting, and the

success of privatization.

Objects Motivating Success of
State Services Contracted Privatization Privatization
Alabama medical, motor pool, mental health, highway cost savings, competition not successful
construction, highway maintenance, incidental by private sector,
clerical wark, professional, state park management  opposition to government
Alaska custodial, food, medical, dispute resolutions, cost savings successful
specialized personnel programs, highway
construction, grounds maintenance
Arizona clerical, custodial, food, aduit corrections, trades, cost savings, improved not yet known
juvenile corrections, mental health, construction, services, legislative
maintenance, incidental clerical, speciatized direction
personnel, grounds maintenance
Arkansas custodial, food service, adult corrections, juvenile cost savings, legisiative not yet known
corrections direction, competition by
private sector
California custodial, casual trades, securiy, highway cost savings, improved successiul
consfruction, highway maintenance, clerical, services, legislative
specialized personnel work, employee assistance direction, competition by
private sector, reduction of
fotal number of employees
Colorado custodial, food service, juvenile corrections, cost savings, legislative successful
security, medical, highway, clerical, specialized direction
- personnel
Conneclicut off track betting, sfate laundry cost savings, legislative not yet known
direction
Delaware custodial, food services, frades, security, medical, cost savings, improved succassful
{abor negofiations, mental health, highway services, reduction of fotal
construction, highway maintenance, clerical, number of employees
specialized personnel, grounds maintenance
Georgia custodial, food, medical, motor pool cost savings not yet known
Hawaii mental health none cited not yet known
Idaho seburity, print shop, bureau of suppfies cost savings, improved very successful
services, competition
lowa custodial, food service, highway rest area cost savings, improved not yet known
attendants services :
Kentucky custodial, adult corrections cost savings, reduction of successful
total number of employees
Louisiana custodial, food, adult corrections, security, cost savings, legislative successful

highway construction, highway maintenance,
professional

direction, local econemic
development, reduction of
total iumber of employees




Objects Motivating Success of
State Services Contracted Privatization Privatization
Maine medical, specialized personnel cost savings, reduction of successful
total number of employees
Maryland custodial, food service, security, juvenile cost savings, improved not yet known
corrections, medical, clerical, specialized services, competition by
personnel privale sector
Massachusetis custodial, food service, adult comrections, trades, cost savings, improved very successfil
maintenance, medical, motor pool, mental haalth, services, local economic
highway construction, highway maintenance development, simplifying
process, competition by
private sector, reduction in
total number of employees
Michigan clerical, custodial, food, maintenance, security, cost savings, improved not yet known
medical, hearing and grievance officers, mental services, legislative
health, highway construction, highway direction, simplifying
mainlenance, incidental clerical, professional, process, reduction in total
speclalized personnal, grounds maintenance number of employees
Montana clerical, custodial, security cost savings, improved successful
services, reduction in total
number of employees
Nebraska custodial, EAP, COBRA, Section 125 compelition by private successful
Administration sector, reduction in fotal
number of employees
Nevada custedial, security, medical, hearing officers, none cited not yet known
highway, highway maintenance
New Jersey highway construction, highway maintenance cost savings successful
New York custodial, food service, security, molor, clerical, none cited not yet known
maintenance
North Carolina * clerical, custodial, food service, highway cost savings successful
construction, highway, maintenance, mental health
Ohio spedialized personnel programs, highway none cited not yet known
construction, highly specialized professional work
Pennsylvania custodial, state employee assistance program cost savings successful
South Dakota medical opposition to govemfnent successiul
Tennessee custodial, food service, adult corrections, security,  cost savings, improved successful
juvenile corrections, medical, highway services, simplifying
maintenance, highway construction, clerical, process, reduction of fotal
specialized personnel, grounds maintenance aumber of employees, to
acquire specialized services
Texas clerical, custodial, food service, adult corections, cost savings, improved succassiul
medical, highway construction, highway services, legislative
maintenance, specialized personnel direction, local economic
development
Vermont mental health improved services very successful
West Virginia custodial, security, motor pool, incidental clerical cost savings not yet known

District of Columbia

custodial, food service, EAP, mental heaith,
grounds maintenance

cost savings, improved
services, simplifying
process, reduction in total
number of employees

not yet known

Source: National Conference of State Legislatures



ATTACHMENT F

Services Contracted

Privatized functions vary state-by-state; however, some services are contracted with a high degree of
regularity across states. Listed below are functions which have been privatized in the various states and
the District of Columbia and the number of states contracting for each particular service.

Number of States
Contracting for
Services Contracted Service

Custodial 23

Clerical 17

Food 16
Highway Construction 13

Medical 13
Security 12
Highway Maintenance 11
Specialized Personnel Programs 1"

Mental Health

Adult Corrections

Grounds Maintenance

Juvenile Corrections

Motor Pool

Maintenance

Professional Services

Trades

EAP

Employee Assistance Programs
Hearing and Grievance Officers
Bureau of Supplies

COBRA

Construction

Dispute Resolutions

Highway

Labor Negotiations

Print Shop

Rest Area

Section 125 Administration
State Laundry

State Park Management

=== == = == =] 2ol sl sl s oo | o] o

Source: National Conference of State Legislatures



ATTACHMENT G

Objects Motivating Privatization

Motivating factors in choosing privatization as a means of providing a service vary also, but are grouped tightly
around cost savings, providing improved services, and reducing the number of state employees. Various
objects motivating privatization are listed below with the number of states citing each object.

Number of States
Objects Motivating Privatization Citing Each Object
Cost Savings 25
Improved Services 13
Reduction of Total Number of Employees 12
Legislative Direction 8
" Competition by Prvate Sector 7
Simplifying Process 4
Local Economic Development 3
Opposition t¢ Government 2
To Acquire Specialized Services 1

Source: National Conference of State Legislatures



ATTACHMENT H

STATE OF IOWA
Department Contracts (General Fund Only)
FY 1995 FY 1926
Agriculture and Land Stewardship $ 246648 % 304,048
Attorney General's Office 223,554 306,419
Auditor of State 2,000 - 20,000
Dept. for the Blind 11,371 20,119
Civil Rights Commission 10,250 0
College Aid Commission 0 8,568
Dept. of Commerce 543,422 333,187
Dept. of Corrections 1,448,922 1,676,275
Dept. of Cultural Affairs 79,620 34,000
Dept. of Economic Development 1,793,201 5,877,182
~ Dept. of Education - 1,696,122 1,806,378
Dept. of Employment Services 72,318 78,200
Dept. of General Services 76,380 56,596
Gov. Alliance on Subs. Abuse 6,715 9,500
Governor's Office ... 300,582 0
Dept. of Public Health 233,750 136,018
Dept. of Human Rights 286,915 262,631
Dept. of Human Services 17,487,642 27,473,115
Dept. of Inspections and Appeals 975,223 759,418
Judicial Department 52,634 124,428
lowa Law Enforcement Academy 42,185 215,801
Dept. of Management 17,430 120,000
Dept. of Natural Resources 617,720 424,021
Dept. of Personnel ‘ 81,550 37,214
Dept. of Public Defense - 279,278 171,557
Dept. of Public Safety 64,200 50,251
Dept. of Revenue and Finance 155,348 239,405
Secretary of State 2,500 0
Dept. of Transportation 1,754,224 1,091,407
Treasurer of State 7,500 78,500
Commission of Veterans Affairs 22,490 52,416
Dept. of Vocational Education 319 0
TOTAL $ 28,491,911 $ 41,766,654

LFB: CON1.XLS



ATTACHMENT 1

STATE OF IOWA
Department Contracts (Total of All Funds)

Number of Number of

FY 1995 Contracts FY 1996 Contracts

Agriculture and Land Stewardship 634,667 23 % 393,658 23
Attorney General's Office 223,554 14 344,854 12
Auditor of State 2,000 1 20,000 1
Dept. for the Blind 27,065 2 77,374 5
Civil Rights Commission 26,482 8 16,540 3
College Aid Commission 68,150 3 3,675,460 7
Dept. of Commerce 615,975 20 374,452 12
Dept. of Corrections 2,208,344 98 2,239,168 128
Dept. of Cultural Affairs 198,087 16 138,380 13
Dept. of Economic Development 3,181,619 73 7,075,021 76
Dept. of Education 7,106,408 274 11,965,235 301
Dept. of Elder Affairs 4,875 2 14,200 3
Dept. of Employment Services 585,309 18 1,084,491 12
Dept. of General Services 1,097,880 55 158,246 11
Gov. Alliance on Subs. Abuse 31,936 4 19,217 3
Governor's Office 1,648,366 18 986,459 32
Dept. of Public Health 1,708,855 74 337,950 27
Dept. of Human Rights 413,331 29 332,377 32
Dept. of Human Services 33,468,883 770 40,813,114 866
Dept. of Inspections and Appeals 975,223 25 759,418 37
lowa Communications Network 205,000 1 1,112,148 51
Judicial Department 162,300 12 305,428 9
lowa Law Enforcement Academy 94,685 7 251,865 7
Dept. of Management 17,430 7 120,000 6
Dept. of Natural Resources 3,339,264 90 2,095 426 97
Dept. of Personnel 498,875 57 121,958 36
Dept. of Public Defense 2,664,793 89 1,524,564 46
Dept. of Public Safety 67,200 5 62,272 3
Dept. of Revenue and Finance 165,348 7 274,405 12
Secretary of State 2,500 1 0 0
Dept. of Transportation 3,152,820 31 3,398,527 19
Treasurer of State 7,500 1 78,500 3
Commission of Veterans Affairs 22,490 3 52,416 1
Dept. of Vocational Education 0,298 2 6,851 i
TOTAL $ 64636512 1,840 § 80,229,974 1,805

LFB: CON2.XLS




SAMPLE OF LFB DATABASE

06-Aug-96
Fiscal Included in
Year Contractor Name Contractual Program Contract Services State $ Federal § Other § Reason For Contracting Dept. Budget ours
Auditor Of State
94  Governmental Accounting GASB 14 and Other Technical vaidem ;: the ﬂ:i:d staff, GAAP, $1,851.48 50.00 $851.48 ﬁIB is c:hc zu;hzr:?ﬁvc source for the statements Yes 12
tearn an e and entitics oh oped and issued.
Standards Board Updates the GASB Statement on the Reporting
Entity.
Fiseal Year Totals For: 94 $1,851.48 $0.00 $851.48
95 Iowa State University, Doug ICN Audit Technical Evaluations ~ Analyze State of Towa RFP for $2,000.00 $0.00 $0.00 Due to technical nature of the ICN, Doug Jacobson's Yes ]
Jacobson construction of ICN, technical documents assistance was a necessity.
subnitted in response to REP, and
construction contract and change orders to
the contract,
Fiscal Year Totals For: 95 $2,000.00 $0.00 $0.00
96 Nat'l Assn of St Auditors, Peer Review Propram Obtain a peer review in accordance with $20,000.00 $0.00 $0.00 No altematives. Yes 0
Gomptrul]ers & Treasure requirements of U.S.Govermiment
Accounting Office.
Fiscal Year Totals For: 96 $20,000.00 $0.00 $0.00
Department Totals For Auditor Of State $23,851.48 £0.00 £851.48 12
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